Bahrain FTA:
A Good Agreement with an Important Friend and Ally
_ And
A Step Forward in Promoting Labor Standards

A Good Agreement

The U.S.-Bahrain Free Trade Agreement (FTA) is an important
trade agreement for the United States and Bahrain, and will bring
useful benefits to the people of both countries. Bahrain has been a
steadfast friend and ally to the United States over many years,
including hosting a U.S. military presence since 1949. In recent
years, Bahrain has undertaken major — and often difficult —
economic, social and political reforms to improve its society and the
life of its people.

Most recently, Bahrain took the important step of renouncing
and terminating its participation in the Arab League Boycott of
Israel. Renouncing this boycott, which should never have been
imposed in the first place, is a difficult and important step toward
expanding the circle of economic opportunity in the Middle East
and building a stable and lasting peace between Israel and its
neighbors.

Overall, this trade agreement contains numerous important
benefits for the people of both countries, including: substantial
market access to U.S. services providers, including in financial
services; immediate duty-free access for consumer and industrial
products; and duty-free access for 98 percent of tariff lines for U.S.
agriculture exports.



Agreement Promotes Basic Labor Standards

As in all other U.S. Free Trade Agreements (FTAs) negotiated
by the Bush Administration, the text of the U.S.-Bahrain Free
Trade Agreement (FTA) requires only that the two countries enforce
their own labor laws.

In 2002, Bahrain completed a major revision to its own labor
law to comply with internationally-recognized standards and to
ensure that working people in its country share fully in the benefits
of globalization. However, six provisions of Bahrain’s law, as
currently written, raise concerns with regard to basic international
labor standards. These six provisions have been identified by the
U.S. Department of State and the International Labor Organization
(ILO).

As a result, the U.S. Government and the Government of
Bahrain have agreed to additional commitments on labor in order
to advance the adoption and application of internationally-
recognized labor standards in Bahrain.

These commitments are contained in an exchange of letters

~ between Bahrain’s Finance Minister, the Honorable Ahmed bin
Mohammed Al Khalifa, and U.S. Trade Representative Rob
Portman, as well as in additional letters and directives issued by
the Government of Bahrain. All letters and directives are attached.

As detailed below, the agreement between the Governments of
the United States and Bahrain addresses the concerns about these
six deficiencies that Congressman Rangel and others have raised:

| First, Finance Minister Al Khalifa has written a letter to U.S.
Trade Representative Portman, in which the Government of
Bahrain commits to submit to Parliament within a week
proposed amendments in four of the six areas where Bahrain’s
laws fall short of ILO standards and commits to seek
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expedited enactment. In the letter to USTR Portman and
accompanying directives and letters, the Government of
Bahrain also states its commitment to continue implementing
these four provisions in a manner consistent with ILO
standards pending formal changes to law.

Second, in the letter to U.S. Trade Representative Portman,
Finance Minister Al Khalifa commits Bahrain to submit to
Parliament proposed amendments for the two remaining areas
within a week, and commits to seek expedited enactment of
those two remaining changes to law. It is notable that, of the
two remaining provisions of law, one is an area in which
Bahrain is prepared to change its law immediately; however,
Bahrain must consult with its unions first to address their
concerns.

Third, the exchange of letters between U.S. Trade
Representative Portman and Bahrain Finance Minister Al
Khalifa expressly links Bahrain’s commitments as to its
existing law as well as its forthcoming changes to law to
Article 15.6 of the U.S.-Bahrain FTA. In particular, the
exchange of letters conveys the understanding of the two
governments that Bahrain’s commitments to continue to apply
its laws in a WTO-compliant manner and to make all
necessary changes to its laws to bring them formally into
compliance with basic ILO standards constitute “matters
arising under” the labor chapter of the FTA.

Article 15.6 allows a Party to initiate formal consultations with
the other Party with regard to a labor issue. If consultations
fail to resolve the matter, either Party may request that a
“Subcommittee on Labor Affairs,” comprised of officials of the
Parties’ labor ministries and other appropriate agencies, be
convened. The Subcommittee “shall endeavor to resolve the
matter expeditiously,” and may consult with governmental and
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non-governmental experts and have recourse to procedures
such as conciliation or mediation. Linking Bahrain’s
commitments with regard to its labor laws to Article 15.6 is
Bahrain’s commitment in the text of the FTA to comply with
basic ILO standards.

m  Fourth, the U.S. Trade Representative has committed to report
periodically to Congress on the progress — or lack thereof —
of the Government of Bahrain in continuing to implement its
laws in an ILO-compliant manner and make necessary
changes to its laws. If there are problems with the continued
application of laws, or the modifications to laws, USTR will
invoke the consultative procedures under Article 15.6 to raise
these matters with Bahrain, call attention to the matters, and
seek their immediate successful resolution.

C_onclusion

Trade agreements entered into by the United States must be
judged on their own merits and in the context of the economic
realitics that exist between countries and in the trading partner’s

“country. We must seek to advance the interests of U.S. businesses,
workers and farmers, and to ensure that the benefits of
globalization are broadly shared, including with full and fair
participation in the workplace.

The U.S. - Bahrain Free Trade Agreement constitutes, in the
case of Bahrain, a step forward in the adoption and enforcement of
internationally-recognized basic standards for working people. We
hope that further steps can be taken in future FTAs so there may
be the necessary restoration of a true and broadly bipartisan
approach on trade. |



List of Documents

Letter from Bahrain Finance Minister to Portman.

This letter contains (1) Bahrain’s specific descriptions of how it
is currently applying its labor laws in an ILO-consistent
manner (including four of the six provisions of law as to which
the U.S. State Department and ILO have identified ILO-related
concerns), and (2) Bahrain’s further commitment to change
within a short period of time all six labor laws as to which
concerns have been raised.

Bahraini Letter to International Labor Organization.

This letter fulfills one aspect of Bahrain’s commitment to
eliminate the requirement that unions belong to only one
national confederation by requesting the ILO’s help to work
with Bahrain’s unions on this point. (Unions in Bahrain like
the existing requirement.)

Ministry Directive on Reinstatement.

This directive fulfills Bahrain’s commitment to make clear that
under current Bahrain law, the Government of Bahrain
strongly prefers — and has used, is using and will continue to
use its good offices to achieve — reinstatement as the
appropriate remedy for workers dismissed for union-related
activities, even though formal Bahrain law does not provide
this right. The directive states that Bahrain will seek to
continue the application of its law in this manner until the law
is formally amended.



Letter to Conciliation Panels regarding Penalties.

This letter fulfills Bahrain’s commitment to advise labor
conciliation panels of the Government’s view that adequate
penalties — as reflected in a new draft labor law — should be
observed as necessary to adequately enforce Bahrain’s labor
laws. The letter further states that the Government of Bahrain
recommends using these penalties until the law is formally
changed.

- Ministry Directive on Strike Requirements.

This directive fulfills Bahrain’s commitment to urge
continuation of current practice in Bahrain not to dismiss a

- worker even though the worker may have participated in a

strike that does not technically meet the requirements of
Bahrain law. This is meant specifically to address the formal
requirement in Bahrain’s law that a strike be authorized by a

three-fourths vote of workers in a union. The directive further

states that the government believes that the practice of not
dismissing a worker on the basis of technical strike
requirements should continue until Bahrain’s laws have been
formally changed.

Portman Letter to Bahrain Finance Minister.

Finally, USTR Portman has sent Bahrain’s Finance Minister a
letter that expressly links Bahrain’s commitments as to its
existing law as well as its forthcoming changes to law to
Article 15.6 of the U.S.-Bahrain FTA. In particular, the
exchange of letters conveys the understanding of the two
governments that Bahrain’s commitments to continue to apply
its laws in a WTO-compliant manner and to make all
necessary changes to its laws to bring them fully and formally
into compliance with basic ILO standards constitute “matters
arising under” the labor chapter of the FTA.
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10" November, 2005

The Honorable Robert Portman
- ULS. Trade Representative
' 600 17 Bireet, NW
Washington, D 20508

Dear Ambassador Portman

I appreciate the opportunity to work with you on the U.S-Bahrain Free Trade
- Agreement. In particular, I welcome your interest in our labor laws. Owvep the last
few years, Bahrain has been engaged in a process of comprehensive and significant

political and economic reforms. With respect to labor, Bahrain enacted in 2002 the -

Trade Uhions Workers Law allowing for the first time i the Gulf the
establishment of independent trade unions and recognizing strikes a5 & lepitimate

and essential means that workers miay use to defend their inferests; The Ministry

- of Lahor has increased the number of inspeciors; we have upgraded standmds and

" training; and real effons are miderway to better educate workers o thefr rights in

the workplace. The Governtent of Bahrain recogrizes the importance of making

progress on Jabor vights snd we are In the process of amending many of our labor

laws to be consistent with Interational standards. The General-Secretaty of the

. Internationsl Confederation of Free Trade Unions (ICFTU) has publicly hailed

‘Bahrain as showing the way for the tegion. -

Toam sharings this letier to provide fiurther clarification of our tabor laws and
specifically the issues that have been raised during discussions with yon and your
Staﬁ;. . . .

Article 27 of Bahrain's Constintion allows workers the “freedom to form
associations and- wions.” The 2002 Trade Unions Workers Law pemmnitied the
establishment and Jegal protection of independent labor unions. More

- significantly, both domestic and foreign workers (who represent” over half of

© ptivate sector workers) are atlowed fo form and join trade umions under our law.
- However, Bahrain’s laws currently impose & limit of & single union per enterprise,
which may raise questions regarding consisteney ‘with Article 2 of TLO Convention
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87. Because of the Government of Bahrain’s compiitment to the ficedom of
association, the Ministty of Labor previously tabled with the Cabinet of the
Govermiment. of Bahrain a.proposal to change Bahrain’s laws 1o eliminate this
requirement. Within the next week, the Cabinet will submit to the Parliament
legislation repealing the requirement and wilf request that the Parliament take up
the propesal on an urgent basis in order to expedite passage of this important
reform, '

Likewise, the Government ¢f Bahrain strongly supports abalishing the requirement
that ali trade unions belong to one federation so that the law will provide thet trade
unions may form on¢ or more federations and choose which federation to join,
Bahrain, with assistance fiom the International Labor Qrganization (LO} will
- consult with unions on abolishing this provision. T fact, Bahrain has today written
- 1o the ILO th request such assistance and will progress this issue on an urgent basis
with the aim that by December 31, 2005 the Cabinet will submit to the Parliament
legislation repealing the requirement and will request that the Parliament take up
the proposal o au urgent basis. S

In addition, to ensure compliance with ILO Convention 98 on the tight to organize
and bargain collectively, Bahrain has already initisted & process'to provide in the
law for mandatery refnstatement of any worker, st his or her option, if dismissed
due to trade union activities. Within the next week, the Cabinet will submit to the
Parlizment an amendment to oyr Labor Law that includes fiis provision and will
request that the Parliement take up the proposal om an urgent, basis, The .
Government of Bahrain has foday also resffirmed publicly its strongly-held
position fhat reinstatement is the praferred remedy in cases of unlawfial dismissal
for unfon activity - .

- The Government of Bahsein also reiterates its commitment to ensnring that
penalties for anti-anion discrimination are adequate to deter such activity and that
workers are paid wages due in a timsly fashion, and that technical requirements for
strikes do not exceed the standards of the Fnternational Labor Organization. The
Ministry of Labor will submit to the Cabinet on an wrgent basis the changes to law
that are nacessary to ensure that its laws comply fulty with TLO stendards bn each

-+ of these issues, and reguest.that the Parliament take up these proposals on an
negent basis as well. This will ocour no later than Decemnber 31, 2005. Further,
the Govemnmerit of Bahrain will advise s labor concilistion pansls to take note of
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ﬂ;ean new damages that have been froposed pending formal approval of legislative

" Finally, the Goverrunent of Baheain also will poblicly reaffirm #s support for

continuing .the current practice in Bahrain, where workers are ot dismissed

- dollowing a strike, for a legitimate cause, on the gronnds that the technical

' mquﬁmgmﬁras&hhweﬁbmmegpmcﬁng_fmmﬂmalnfkgﬁsm

reforms establishing that onty a simple majority of workers present and voting is
necessary to approve g seilke E ' o

Yours sincerely,
.

.
1 ~~

Ahmed bin Mohamnted Al Khalifa
Minister of Finance .
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tendapd
Kind Reganls

/;2

Dr, Majeed Bin Mohyen Al Alaw -
Ministey of Labour

TN 308U « WNTYE 5ie s sasl s YTV Poeyim e e 505
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1 wouls kindly zequest the fallowing armauncemezt 10 be circulated to the pros:
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Ministry Gf Labor, to encourage smploysrs, ‘varous means, 1o wingete workety who we
(Giemyianed ‘ne 0 Wele trsds Wjon actvity. ‘The Govermment of Bshrein hes consistontly
informmd tuqﬂbﬂﬂ:ugfhﬂtt:buﬂln;nlﬂtis-ehﬂﬂﬂy“ﬂu£!ﬁtﬂ=jtd ontaome i all nyﬂtﬂﬁtlcd'ﬁusr
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* thits policy pual.

o fusther clarify the policy of the Govemmene of Balirain, the Mindsity of Labor
rexdiimms its lopgatanding policy that teinstatamerit is the cleady prefecred d yemedy in waaes of
vinlpwiil dismissal for antop sctivity. This policy will vamasn in effoot oitil formdl changes w
law dre epacted, The Mindxry of Labor will ogntinue its colteborative offort with oniployers to
enstve the broad.:nd vonsistere mpphication of this policy. Of tourss, thia cffort will include
entities that employ farelgn workers."

1 am geateful far your eontinuod cooperation with the Ministry of Lebor.

Yoars sincercly,

Dr. Majeod Al Alawi

- Minister'of Lebor
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Letter to the Director of the Labor Complaints and Conflicts Department from the
Undetsecrstary of Labor ‘

November 15, 2005

As you know, Bahrain has engaged in a process of comprehiensive and significant
political and econormic reforms over the Just few years. As part of this reform effort, the
Government of Bahrain recognizes the importance of making progress on labor rights,
and we are in the process of making some amendments to our labor laws to be consistent
with internationel standards.

Because of the Government of Babrain's commitment to the fréedom of association and
the lack of specific damages in Babrain’s existing laws regarding anti-union
discrimination, the Government of Balirain has proposed new legislation setting forth
specific penalties an civil damages to be imposed for anti-onion diseriminztion and
darnages for delay in payment of wages. The legislation provides that discrimination
against workers for anti-unjon discrimination iz punishsble by having the exaployer pay
the worker damages that are approximately two months to six months of the worker’s
total wage. The legislation provides that delay in payment of wages to a worker makes
the employer liable to pay thie worker damages on an incremental scale that varies from
6-12 percent yearly froim the delayed wages,

"The damages set forth above are necessary to adequately enforce Bahrain’s existing laws
prohibiting discrimination against workers engaged in union activity and to ensure
prompt payment of wages owed to workers. I hope rhat these new penaltics will be noted
and observed by conciliation panels pending formal approval of the new law.



DOCUMENT #5



| 5-Nov=05 18:56am  From-HOLLAND & KNIGHT LLP § SOUTH

IR © fomemEESRA T-403 P.OBS/I0R  FedS4

1 DY BN TP 7 N

¢ ewadS/11/2B85 13:49  177ASTIS ﬂ-lamqlﬁu'sﬂrgacz PAGE 'E;:;E;E
GDOM OF BAHRAIN c.g.,.z?naa:&
KRG Yoo ¢Radlis
P »oa
OFFICE OF THE MINISTER SR
b Geners o Dae: V5% Novewher
Rest : ’
Bahrain News Agency
- ) =
Pregy Snriogpotygent <Eelea

Imwﬁﬂlykquutubuwmnmbmmﬁhuhmmnodum:

ﬂ:bﬁdewmmmmmwmmmdmmmm
significant political and economic refrme over te lew fow years. With respect (o Jabor laws,
Bahrain enacted in 10+ ¥ the Tende Unions Workers Law allowing for the Rest time in the Guif
the esiablishment af Indspendont tode unions and mcognizing stikes =3 a lagitimale and
essemial means that tworkess may e 1o advanen and defend their dghts and imecests.

n the three years since the ensctmant of the Trade Unfon Workors Law, ni worker has
been dismisyed folfowing a strike voneoming any e directly or indicectly relmed w
employmicit, cven in cases where the technical zequiremonty for @ stvike hitve fiot beon met. In
fight of the Govemment of Bahrzin's commitient to the freedom of ansocistion and right o
orpanize, the Govemnment “of Behrain believez thls prscticy should comtinue poding
Faplemuntation of formal changss 1o Taw to be consistant with Titernagional Labor Qugantztion
smndards.  ‘This practice fs consistent with tecastional standards snd we believe will forther
strenigthon Baluain's economy.” '

T am grawfs) for your continued cooperatian with the Ministry of Lebor

VYours sincarely,

<~

Dr. Majeed Al Alswi
Minister of Labor
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EXECUTIVE OFFICE OF THE PRESIDENT
THE UNITED STATES TRADE REPRESENTATIVE
WASHIMNGTON, D.C. 20508

HE. Sheikh Ahmed bin Mohammed Al Khalifa NOV 16 2005
Minister of Finance -
Mimistry of Finance

P.0O. Box 333

Manama

Kingdom of Bahrain

Dear Sheikh Ahmed:

As you know, in connection with the entry into force of the United States-Bahrain Free
Trade Agreement, the Kingdom of Bahrain has committed in writing to make needed
changes to 1ts labor laws and has clarified key aspects of its current labor measures. I
‘have enclosed copies of Bahrain’s commitment and clarification letters.

It is important that Bahrain camry through on its pledges to réform its labor laws and
adhere to the clarifications it has issued regarding the operation of its existing labor
measures, as detailed in the enclosed letters. Accordingly, this is to confirm our
understanding that, in light of the collaboration that characterizes relations between our
two countries, the commitments set forth in your letter of November 10, 2005 constitute
"a matter arising under [the Chapter on Labor]" pursuant to Article 15.6 of the U.S.-
Bahrain Free Trade Agreement. In light of its strong interest in this matter, I intend to
update the U.S. Congress periodically on the progress that Bahrain has achieved in
realizing the commitments to its labor law reform described in your letter.

Sincerely,

(2

Rob Portman



